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“Nations are guided only by their own interests aasle no obligation to other countries

which do not conform to those interests.”

-Indira Ghandi



ABSTRACT

Sweden as a small country needs to go abroad er tvdupport its global companies and
enlarge their business opportunities. While Westearnkets have similar values to Swedish,
non-Western can, on the other hand, show diffdrantework for cooperation, which makes
Swedish companies either follow their values oustdjo local environment. There is a
gualitative study with an aim to find out what dwruption and democracy mean for Swedish
state and its international companies abroad ompbeaof a case IKEA in Russia, conducted
within this Bachelor’s thesis. There are two reskajuestions formulated: how is the
Swedish state affected through establishment gliaisal companies abroad in the case of
IKEA in Russia and the pitfalls which are met oa thay of establishment and to what extent
can global Swedish companies like IKEA be consider® “democracy ambassadors” when
they establish themselves in non-Western markdtsei@xample of Russia. The investigation
was conducted through “glasses” of three appliedriles — a theory of political corruption,
crony capitalism and democracy. The results shaha&idsuch pitfall on Russian market as
political corruption and cronyism affect democratadues of profit-oriented Swedish

companies, which brings a risk for egalitarianignSwedish state on long run.

Key words:democracy, Swedish state, welfare, political qatinn, crony capitalism,

cronyism, international establishment, Swedish camgs abroad, IKEA in Russia.
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1.INTRODUCTION

Sweden is known in the international arena fosiistainable way of life, democratic values
such as equality and human rights, and a high atdraf living. The strong welfare system,
partly sustained by global Swedish companies, antyby a high tax system, which was
built gradually by the party of Social Democratsidg the second part of last century,

resulted in a creation of a so-called “folkhem™thre home of the people.” It was an
executive director of the Swedish car company Vétetir Gustaf Gyllenhammar, who once
said that, “What is good for Volvo — good for SwedeThis quotation reflects an
inseparability between Swedish global trademark&nddish state which supplement and

support each other.

The prosperity of the Swedish state is seen here & global perspective through a prism of
the successful business of Swedish companies liteoyEriksson, Elektrolux, Saab, H&M,
Astra and IKEA, which are established and well kn@abroad. The abovementioned
guotation also shows the dependency of a smalltopon its global companies and,
consequently, export, which also guarantees staadial growth. Swedish export includes
to a big extent industrial goods like vehicles, maes and wood industry products. More
than 40% of Swedish export belongs to manufacturidgstries such as electronic goods,
telecom and metal work (Ekonomifakta.se). Swedproportion of the world’s trade with
goods is circa 1%, which is the same for Brazile Tiost important Sweden'’s trade partners
of both import and export of goods outside Europetle USA, Russia and China (National
Board of Trade).

Once experiencing high poverty, Swedish societgtegta vision to provide a guaranteed
basic economic security for all the country’s @hs, irrespective of social or ethnic origins,
gender or religion and is called Swedish egalitasia. According to Britton (2009:6) the
welfare state, built by people is not supposedetbdsed on charity or donations, but will be
financed by a tax system according to principlerireach according to ability to each
according to needs”. Swedish mentality and the $hesl/stem intertwine together in one
word, “lagom,” which gives the best explanation wiiecomes to a “Golden Middle Way”
(Bergren & Tragardh, 2009:27). The word “lagomhcentrates in itself the notion of
equality, solidarity and democracy and indicate® e@lues, which Swedish society was

struggling and still struggles for.



1.1. Swedish aspect of democracy

The developed notion of democracy is also a wetivkmvalue, which shapes the Swedish
state and its prosperity. According to CampbelD@Q5), Swedish representative democracy
ranking is among the top five in world. Democracstngest segment is a factor of publicity
or transparency, which is widely spread in politead public spheres in Sweden and implies
that“...both politicians and officials work openly viswés the citizens they represent; the
general public and the media are entitled to reqaesess to government documents and
papers, to examine correspondence efBrutmeijer, 2013:9). Moreover this factor implies
that “Swedish politicians and public agencies exerclsgirtpower in a self-evident civil right
in Sweden”(Britton, 2009:6). “The principle of publicity”, ich still remains a goal for the
majority of the world’s countries, works widely 8wedish society and gives an opportunity
of public access to written businesses (lbid., 200¥Hence, the abovementioned principle
alongside with a famous Swedish ombudsman systensti®ng tool when it comes to the
overcoming of such undermining factors for the deratic state as various types of
corruption, which is still a big challenge even feany democratic countries as well as
Western societies.

The next key factor of Swedish economic and welfgiosperity is trade. During many
decades, Swedish politics and laws support andueage companies’ openness and
willingness towards an international influence andperation. That is why both Swedish
export and import play, without doubt, a vital ratethe improvement of Swedish welfare and
robust economic sector (Ibid., 2009:7). It protres Swedish world’s largest role is as an
investor in development and research in relatioB@d, placing Sweden on a third position
among other countries in the world (OECD Factbo@k122012: Economic, Environmental

and Social Statistics).
1.2.Eastern European approach

On the contrary to the Swedish state in former camistic countries society is not used to
favour free market and the capitalistic approaaksdia is a bright example of a country with
a past of state-owned industries and policies, wvhimed to limit the individual’'s potential
and central planning (Bosrock, 2006:7). Currentdrspropaganda against the Western
European agenda and a view of the Western wortditfir a prism of Hollywood movies and
capitalistic framework can create obstacles for Mf@scompanies while trying to establish its

companies in, for instance, Russia or develop &urtlusiness relationships. During the



Communist regime there was a famous saying thaetiudno became and remained rich are
necessarily corrupt, otherwise there was no ottarte become wealthy in a Communistic
society (Bosrock, 2006:7). This old stigma is gtjpical and a notion of corruption creates a

ponderable risk to undermine international compmaastablished within Russian market.

The presented Bachelor thesis in the form of qaialie research with a focus on a qualitative
text analysis and qualitative interviews alongsid#ata triangulation method, which will help
to gather empirical data with the help of varioasadcollection methods, represents a case
study of the global Swedish company IKEA in Russid what do corruption and democracy
mean for the Swedish state and Swedish interndtcamapanies established on a foreign
market. In the presented work the focus will bectied upon text analysis and analysis of
gualitative open-ended semi-structured interviewh velevant key- informants. The
investigation of the example of establishment afedi- known Swedish company IKEA on
Russian market intends to study and analyse hotvalostacles as corruption and
undermining democracy may affect the Swedish steitrigh the established IKEA company

in Russia.

Democracy, corruption and crony capitalism aredhingerrelated terms, which are to be
discussed within this thesis in conjunction witk tble of this Swedish company as a
democracy ambassador during the establishmenfoireggn market. These three terms of
corruption, crony capitalism and democracy willoalte discussed more thoroughly in the
partTheoretical frames of referencéihere are two countries with different historical
backgrounds presented within the thesis. SwederRasdia, also due their geographical
location, have many historical interferences in own and a long-term trading relationship.
At the same time these two states belong to ardiitepolitical and cultural framework,

which create complications while making busine $iia
1.3.Disposition and outline of the paper

The structure of this thesis consists of six marigplntroductionintroduces the topic of
research and the reason why it is chosen for hleisis with the formulation of a research
problem.Method and Materialmplies a description of material, which is used analysed
in conjunction with the chosen theoretical framekwdiheoretical frameworkndPrevious
Researclshow a theory pillar and similar researches omptbélem, which were conducted
earlier. Country’s outline is a part of chap®esults and analysisvhich presents to the

reader information about Sweden and Russia foepateunderstanding of the chapter.



Results and AnalysendConclusiondirst introduce the critical analysis of the enngat
material in the form of qualitative interviews atien show whether the collected results
correspond with the theoretical framework choserile thesis.



2. RESEARCH PROBLEMS AND QUESTIONS

The aim of this thesis is to find out what do cptron and democracy mean for the Swedish
state and Swedish international companies estalishthe foreign market. The case of
IKEA in the Russian market is taken as a caseh®igiven qualitative study. The possible
role of Swedish companies as “democracy ambassaniois foreign market studied in
conjunction with such possible obstacles like gotin, crony capitalism and the

undermining of democracy, existing in the Russiamk®et.
In order to clarify the research problem theretam@research questions formulated:

1. How is the Swedish state affected through thebéishment of its global companies abroad

in the case of IKEA in Russia and the pitfalls, @thare met on the way of establishment?

2. To what extent can global Swedish companieslKEA be considered as “democracy
ambassadors” when they establish themselves inVestern markets in the example of
Russia.



3. PREVIOUS RESEARCH

There were a number of academic articles and refséawnd in connection to international
import and export and the establishment of intéonat companies abroad, which were
presented from an economic angle. However there Waited sources found on the
particular role of the state in the process ofriméional establishment of a foreign company
abroad and how the state can be affected by thblettment of its companies abroad from a
political perspective. Nevertheless, the followsayrces of previous research presented

below were found with relevancy to this thesis.

One of the examples is a scientific article by Keawa and Donze (2013), “Nestle coping
with Japanese nationalism”, which highlights a nemtf obstacles during the establishment
of the global company, Nestle, in Japan. It isssted that European multinational enterprises
favour international markets beyond European baaraehich face political developments,
different from those in the West. Unstable politisiguations and political risks are important
factors within risk management of any European comgpestablished beyond European
markets. This article highlights obstacles sucpragectionism and nationalism, which were
adopted by Japanese authorities and were not falleuior foreign companies such as Swiss
Nestle. This research is of value for the thesis$ stsows how the national political situation
can affect the process of a European company egtetio foreign, which is concordant with
the problem discussed in this thesis.

Another study by Mathur and Singh (2013), “Foredlyct investment, corruption and
democracy,” highlights the correlation between iigmedirect investment and perception of
corruption in the example of Asian countries suslChina. The authors argue that the
perception of corruption plays a big role for fgreicompanies when it comes to investment
in a new market and consequently the more corhgtountry, the less flow of foreign direct
investment is expected. Besides this, the studwslioat the corruption perception in other
neighbour developing countries may affect diregestment to a host country. Countries,
which ensure political and civil rights for itsiziéns, are not necessarily guaranteeing
economic freedoms, for example an ability to havepen trade with world’s markets.
Foreign companies, according to Marthur and Si2gii.8), while establishing abroad, rank
economic freedoms and property rights index higiver political or civil freedoms. That is
why countries like China, with a low democracy irdare still highly favourable for foreign

investors. The Russian market is often comparededhinese due to similar characteristics
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of the growing economies (Yueh, 2013). In Rusasayell as in China, the democracy index
is low, but it is not a barrier for internationarpanies like IKEA to establish themselves in
the Russian market due to a still higher econongiedom.

Jonsson (2008) in her article, “A transnationakpective on knowledge sharing: lessons
learned from IKEA'’s entry into Russia, China angala” discusses the implications which

are met by international companies like IKEA oreign markets and explains why certain
companies are more successful than others. Josggsses that Russian and Chinese markets
are especially interesting for IKEA’s establishmduoe to the reason that these two markets
undergo constant growth. Besides, Jonsson (20@8)sda line of comparison between three
abovementioned markets and points out differenfexiiges, which were met in every country
by the IKEA company. Thus, there are three maidlehges, which are counted as obstacles,
such as relationships with bureaucratic authoritles importance of having expatriates in
leading positions with important knowledge in im&tional relations and the attraction of
customers as retail culture being rather new fadrun market. Jonsson (2008) stresses in her
article the importance of following “The IKEA Wayt all countries where IKEA is

established irrespective of cultural or politicarhework and to prevent a corporate IKEA
culture to turn for instance into a Russian or @eIKEA. This study contributes relevant
information to this thesis about IKEA policies dffthe IKEA Way” or the Code of Conduct,
which was mentioned in the qualitative questioregfor this thesis and discussed by several

interviewees who participated for this qualitatstady.

Another article, written by Peterson (2013) “Aftarurting controversy, Sweden’s
TeliaSonera looks to Kazachstan” discusses a welwk scandal of the Swedish
Communication Company and its establishment in Kisben’s market where the Swedish
company was suspected in paying high bribes torgavental representatives in order to
enter the Uzbek market. Although Telia denied fifiiaion to bribery in Uzbekistan, the
international scandal shows how interest in picdit eventually exceed over the importance
of reputation. Similar circumstances occurred tenmational headlines from 2010 about
IKEA in St. Petersburg, Russia and bribery scandlaich was also mentioned by several

interviewees who participated in qualitative stadyhis thesis.

An article by Holmes (2013), “Postcommunist traiosis and corruption: mapping patterns,”
presents a historical insight on countries in titeors and discusses it in conjunction with the
corruption aspect and political frame. Accordingfmmes (2013), the post- communist



countries in transition, such as Russia, do nosgessthe label of the most corrupted countries
any longer. On the contrary, this label belongs tmwaountries in sub-Saharan Africa. But
because Russia is still in a group of former Sostiates, when it comes to bribe paying, it still
bears this tag. Among different types of corruptttmimes (2013) stresses political

corruption and petty corruption. Mapping countiregransition and drawing a line of
difference between countries with a common comndoraskground, Holmes (2013) is of the
opinion that the level of corruption is stronglyno@cted to the degree of democracy. In other
words, the more democratic the state, the lessiptad the state is. The author mentions the
presidency of former Russian president Medvedevhandtrong intention to combat
corruption, which was overshadowed by Putin’s “@mdcracy” during Medvedev’s
presidency. As a result it led to concealment ahker activities directed toward the
decreasing of corruption. This article contributeshe next theoretical part of the thesis,

where political corruption is chosen for the theioad framework.



4. THEORETICAL FRAME OF REFERENCE

4.1.A literature review on political corruption and democracy

The transparency in any state’s system ensurdsuteof its citizens. Trust, freedom of
speech, free elections, equal opportunities andssdo the state’s benefits of all its citizens
are important guarantees for a democratic staten®the past couple of years, democracy
became an important issue of discussion in thenat®nal agenda. Violation of democracy
has been noticed in several countries, which stewggh old regimes and thereby pay a high
price for the liberalisation of its societies. Taare three theories of political corruption,
crony capitalism and democracy chosen for thisisheace these issues are usually the most
topical when it comes to establishment of Westemmganies in non-Western markets, such
as Russian. Two countries — Russia and Sweden diffément historical and political

backgrounds, are chosen for the framework of tiesis.

In order to investigate what corruption, crony talsm and democracy mean for the
Swedish state and Swedish international compasiebleshed in a foreign market, the case
of the Swedish global company IKEA in Russia wasseim. Sweden is a parliamentary
democracy and Russia is a federal republic, whiging past years has inclined toward an
authoritarian rule. This fact without a doubt canabdecisive point for an international
company which enters the Russian market, as thiégcpbhgenda influences all the state’s
spheres. The investigation of possible effectshenrSwedish state, which may come through
a cooperation in the Russian market, will be runulgh a prism of three theories: the theory
of political corruption, crony capitalism and a dmracy theory. These three theories are
connected to each other and follow the commonrsité that the more democratic the state,

the less corrupted it is.
4.2.Political corruption and crony capitalism

The first applied theory for this thesis is thedityeof corruption. In order to investigate how
an occurrence of corruption may affect establisitroéforeign companies abroad it is worth
to define what corruption implies. The organisafioansparency International defines
corruption as...one of the greatest challenges of the contempowaorid. It undermines
good government, fundamentally distorts publicgpglieads to the misallocation of
resources, harms the private sector and privatéosetevelopment and particularly hurts the
poor.” (Transparency International).



Political corruptionmplies favouritism in adjustment of governmentahtracts as well as
hiring and the way of legislation and regulatiom$avour of certain social groups (Milyo,
2014:20). Moreover, cronyism, which is not a legetivity and implies friends, members of
the family and political representatives takingiposs in political sphere, is correlated to
“politics as usual” (Ibid.,2014:20). Political caption, which is based on connections and is
so-called “nomenclature,” is much harder to bo#inmitfy and prevent. It will be mentioned in
the Country’s outline Sweden that “nomenclaturetamuption, based on personal
connections, takes place in Sweden. Political gaion in many cases is a general and
allegedly victimless notion, or at least seems fla, and plays a role of the most harmful
processes not only for society but also for libeehocracy and market economy
(Ibid.,2014:21) As a result, citizens are aliendted political life and politicians, as they are
bereaved of interests, based on private connecfidresrule of law becomes weak because of
arbitrariness, which makes the legitimacy of tlaestveak as well, because of the wrong
interpretation of such democratic ideals as pgaiton and equality (Salem Press
Encyclopedia, 2014).

The economic sphere is affected by the dissipatidaxpayers’ money and becomes
inefficient. Consequently, it leads to the wastifigime for business structures when they
meet the governmental bureaucracy system, whidtehsribusiness with complicated permits,
licences and signatures of “right people” (Ibid12R Openness decreases and the
concentration of resources in “special hands” l¢éadsrds socioeconomic inequality, entails
organized crime, lack of trust between governmamgadesentatives and citizens, who
experience loss (Ibid.,2014). This definition isagnized in the article about the
establishment of TeliaSonera in Uzbekistan as ageih the IKEA scandal and them firing
two managers in Russia, mentionedPnevious researchnd inResults and analysisvhere
businesses knocked together with political proces$&®ussia and Uzbekistan, which dictate

their unfair rules for establishment of foreign imess on their markets.

Political corruption is a “grand” type, which hapmgeon a high level and involves decision-
making actors within politics (Amundsen, 1999:3)lifcal or “grand” corruption is defined
from “petty” or bureaucratic corruption or corrugiin the public administration sector,
which in the end is still linked to politics. Nylla and Reed (2008) in (Fjelde and Hegre,
2014:270) define two types of political corruptictiooting” and “cheating” — “...one for

enrichment, the other for survival- reinforce eaxther since the politician who is adept at
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expropriating rents and collecting bribes also masre resources available to buy political

support”.

Crony capitalism is the second theory and impliresm@ironment both within economy and
politics where an attainment of favours from goveemt ensures success in business (Macey,
2014:5). Domination of informal elite groups, lifa instance oligarchs in Russia, influences
the political and economic environment and theeeforpacts on decision making process,
receiving at the same time special privileges daté's support (Ledeneva, 2012:152).
Besides, “friendship” with governmental structufagours the notion of nomenclature as
informal elites not rarely can get a position amgogernmental representatives and informal
access to decision making. Cronyism is connectguablitical corruption through the
favouritism of chosen elite groups or individu&sonyism undermines the legitimacy of
governmental authorities, general trust to stateamna consequence affects in a bad way such
democratic mechanism as fair political electionsdgneva, 2012:153). A high
competitiveness on economic markets where cronyighibe not affordable and creation of a
free market system where businesses will competecles each other for price, quality and
service but not for profitable “friendship” and cwmttions with government will decrease
cronyism (Macey, 2014:9).

4.3.Democracy

Corruption has a tight connection to the level @ndcracy, low trust to state and is also one
of the units that measures the democratic levet &man economy, gender equality, freedom
of speech and the political system (Amundsen, 1998:comparison to previous years, there
are more countries in the world that have gainedateacy and left the authoritarian regime
behind. Fjelde and Hegre (2014:268) compare quyanitidlemocratic countries in 1985 and in
2008 and show how the picture is, saying that B51@Imost half of the countries in the
world were ruled by autocratic regime, while in 8Q8ere were just 14% of autocracy in the
world, which is much lower than 23 years ago. THegees show that the democratic stream
significantly improved. However in the internatibasena there are still remnants of
autocracy regimes, which are covered up behindbedc’hybrid regimes” which implies the
combination of both democratic and autocratic pewHid., 2014:268). Even though such
mixed regimes do not have a stable base, thersigndicant increment of mix powers
noticed in the world (Ibid., 2014:268). In thoseuntries where such mixed regimes prevail,

the levels of corruption are still high, even thbugis expected to be lower due to existing
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democratic stream. Such a tendency explains thi¢Hatthe abovementioned notion of
political corruption is not just considered to i@y an outrage, which fades under an
influence of liberalism, but also has indeed muebpetr roots (Fjelde and Hegre, 2014:268).

The focus of the presented thesis lies upon estabint of the global Swedish company
abroad that belongs to economic factor and omitsis one of the units, which contribute to
democracy level. In the example of Sweden, a cgumith a constitutional monarchy and
parliamentary democracy, Swedish King Carl XVI Giigtiays the country’s representative
role, especially while on official visits abroadp&t from the King, the royal family and
ministers, there are representatives from traddrahgstry of Sweden, who follow the foreign
reception, like during the recent royal visit iraRce. To use official political visits with an

aim to strengthen already established businessaomdaabroad and create new ones is a good
strategic tool for investment in domestic Swedigifare in the long run. It proves debates of
Porter (1998:352) who argued that Swedish politees a good cooperation with the economic
sector. IKEA became a sponsor of the royal visEriance (Svenska Dagbladet). It is worth to
mention that the official representative of a magin France ironically highlighted for

French media, thdt..it would be preferable if Swedish King could takigh him a company
from Sweden, which follows tax rule@bid). IKEA's reply was that the company follows
thoroughly all tax obligations in France (lbid). &, economic relations, corruption and

politics are connected between each other andditike level of democracy.

During many decades democracy was considered tlzeligest governmental form in the
world, which is often related to a special fornrgovernment, political democracy as well as
economic and social statement of both state andtgand signifies a rule of people and
access to fair political elections (Diamond, 199®ahl, Shapiro and Cheibub, 2003:29).
Dahl in Shapiro and Hacker-Cordon (2006:19) arghasit is wrong to relate governments
only to the states. International companies, usities, churches and many other
organisations where humans are involved, also tfeiegovernments (lbid.,2006:19). Dahl
introduces a peculiar type of democracy which Ikeddpolyarchy” and interprets it in a five-
characteristic’s criteria: as a regime, as a toohftion’s states democratisation process, as a
necessary phenomenon for a democratic processsyaseam of rights and as a system which
is controlled by a competition (Dahl in Bailey aBchybrooke, 2003:106). There are seven
political institutions, the presence of which isessary in order to fulfil the polyarchy

criteria: fair and free elections, freedom of exgsien, freedom of media, freedom of
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association (or associational autonomy), electé&diaifs, inclusive right for vote and right to

run for office (Dahl in Bailey and Braybrooke,20037).

Polyarchy is a form of democracy that is suitablerfation-states and cannot be compared
with earlier forms of democracy, as there was raessity and need in polyarchy as such.
Nowadays, polyarchy theory can be pinned on a nmofdem of democracy in democratic
states and its criteria can be passed throughy#itera of a democratic state in order to see
whether the democratic state fulfils the polyarchieria or not and what a state eventually
needs in order to be called “polyarchic”.

Three above discussed theories of corruption, coapytalism and democracy were chosen as
the most suitable for conducted qualitative stuslyhay touch on problems and issues, which
can be met by a company from a Western democtatie such as IKEA from Sweden, while
entering non-democratic non-Western markets suéuasian, where corruption and crony

capitalism are visible barriers on the way to deratc way of political and business affairs.
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5. METHOD AND MATERIAL

The choice of the case for investigation in theniea of this thesis is not completely new,
although it has various modifications when it corteeprevious research. There was similar
research in this field conducted before, for exangtlout Swiss Nestle in Japan or Swedish
TeliaSonera in Uzbekistan, but not with the sangawisations and companies involved in
investigation in connection to the Swedish stateer&€ are many Swedish companies that
started to enter international markets a long @ge but the location of the market
predetermines to a big extent on whether the wagstatblishment abroad will be complicated
or smooth. For example we cannot compare the estaint of a Swedish company in
German and Russian markets in an equal way duiéféoetht cultural, historical and political
frameworks of mentioned countries as well as mwhbating or not sharing of the same

Western democratic values.
5.1.Data collection

The materials which were chosen for botieoretical frame of referencasdResults and
analysiscreate an empirical ground for this thesis anddaneled into four parts: scientific
articles, theoretical books, material for interedlication of IKEA personnel and results of
gualitative semi-structured open-ended intervieesducted with the relevant key-
informants. In order to answer research questidhldw is the Swedish state affected
through the establishment of its global compani@ead in the case of IKEA in Russia and
the pitfalls, which are met on the way of estabhsint?” there will be used and analysed such
materials as scientific articles, results of qadiNte semi-structured open-ended interviews
and theoretical books. In order to answer reseguelstion 2, “To what extent can global
Swedish companies like IKEA be considered as “deatycambassadors” when they
establish themselves in non-Western markets iexhenple of Russia” material will be used
and analysed from internal education of IKEA persgrand results of interviews.
Nevertheless, in order to make a deeper analydigaswer the two research questions, the

author of the thesis refers also to the chapteryious research

Most of the scientific articles were derived throuan-line sources due to the reason that
nowadays Internet extrudes more and more printednes and is more practical. The right
consistency is of a high importance when it comasé¢ on-line searching process. The

author of this thesis used a combination of wordhsagpolitical corruption crony
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capitalism, cronyism, Swedish company abroad, deswgdn Russia, Swedish state,
polyarchy, democracy, establishment of IKEA abraadThe IKEA Wayvhich were most
suitable for finding relevant articles. The tendenot to be critical during the searching of
relevant sources and their analysis was noticettidpauthor of the thesis due to two reasons.
Firstly, this is due to the author’s personal &fibn with IKEA and secondly due to ethnical
belonging to Eastern Europe. That is why while reg@dnd analysing scientific material and
interviews the author of the thesis kept in minel tbnsistency of text analysis and tried to

follow an objective framework.

At the beginning of the investigation there werdaia other difficulties noticed by the author
and connected to the language barrier. Even ththeghuthor of the thesis possesses a good
knowledge in English and Swedish, there was stikeessity to use dictionaries in order to
be precise in the formulation of meanings and lve that translation from Russian and
Swedish corresponds with the English text of thesith Besides, it is worth to mention
significant cultural differences between Sweden Ruodsia that are also depicted through the
language, meanings and sayings and were takewgongderation while translating and

analysing interviews and scientific materials.
5.2.The choice of the method

The choice of the method applied in this thestuiglitative content analysis with a use of
gualitative research interviews. According to S@m€013:10) qualitative research is based
on the collection and interpretation of symbolicten&l, such as visual or verbal data and
artifacts, which give a researcher much spacenterpretation, while quantitative research
focuses on numerical data which does not give adopmssibility for interpretation. A
gualitative research was chosen for this thesisiadased on data collection in the form of
gualitative interviews and that is why it is coresield to be most suitable for the analysis of
results and its interpretation. Schreier (2013&4gues, thatQualitative research is
interpretive in three ways: it deals with symbahaterial that requires interpretation;
different interpretations of the same material denvalid; and it deals with research

guestions exploring personal or social meaning.”

There was a systematised research of qualitatpe df text analysis used for this thesis with
an aim to classify the content of scientific aggband other theoretical materials. This type of
research aims to put the content of thoughts irdoreect and summarised headline

(Esaiasson,2012:211). In the presented thesisuthenarised headline is what do corruption
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and democracy mean for the Swedish state and Swiediesnational companies established
in a foreign market. Esaiasson (2012:211) is ofogmiaion that'it is you who tells a story
with a help of text, but not a text, which tellstary for you.” This type of qualitative text

analysis complements the analytical framework ihased within this thesis.
5.3.Sampling procedure
5.3.1.Empirical study

In order to collect the data for the results’ asa\ythe framework of qualitative data
collection was chosen as the most suitable foraditative method of investigation. Its
flexible framework and quickness of conduction welsvant to the thesis due its restricted
time frames. The main aim of the qualitative reslkeapplied for this thesis was to collect the
necessary qualitative data, which will contribuideatbig extent to the qualitative text analysis
and examination of the two theories chosen forttigsis. The researcher within a qualitative
research is expected to have a feature of fleiibivhich is acknowledged BYy..taking

others’ perspectives onto account when creating goding frame and by making the
grounds for your interpretations transparent.(Schreier,2013:52). The qualitative research
in this thesis consists of open-ended questionstwdim to derive information about key-
informants’ experience and intend to diminish aeaural balance of two powers of key-
informant and interviewer as much as possible,dasea high sense of confidentiality and
anonymity (King&Horrocks,2010:49).

The concept of data triangulation was applied faligative data analysis, which uses either
multiple methods of data collection or multiple smes of data for studying a particular
phenomenon (Mays&Pope,2000 in King & Horrocks,2Q6@). In this thesis the
phenomenon of establishment of the Swedish intematcompany IKEA in the Russian

market was studied as a single study.
5.3.2.Selection of key-informants

In order to receive a broader dimension and a pets@ not only on IKEA in Russia but on
Swedish international companies in general, thenewwo groups of key-informants chosen
for this empirical study. Firstly, in order to réoe a more narrow perspective on the
establishment of a Swedish company abroad in exaofdKEA in Russia there were key-
informants with affiliation to IKEA in Sweden anduBsia chosen for the interviews.

Secondly, in order to receive a broader perspeoctiv8wedish companies abroad in general
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and on the Russian market in particular as welhasole of the Swedish state, there were key
informants selected from the governmental sectdrarganisations with affiliation to both
Russia and Sweden, such as the Russian-SwedistangrapScandinavian furniture export
based in Moscow, regional association Southern &midh Vaxjo, Sweden, The Trade
Representation of the Russian Federation in Swigd8tockholm and The Swedish Trade

and Invest Council in St. Petersburg, Russia.
5.3.3.Key informants/subjects

There were 20 relevant respondents in total coadaeith a request of participation in
interviews and 11 qualitative interviews were cortdd in total. Unfortunately not all
contacted respondents expressed an interest inipation in the interviews due to the
sensitivity of the topic of corruption. It was nmd that representatives of IKEA in Sweden
with a higher position talk more openly about cptron in the Russian market than other
IKEA co-workers. Key-informants with no affiliatioto IKEA were very careful while
answering the questions and touched only slightlyhis issue. In the analysis of empirical
results each key- informant is called Informant had a number which corresponds to the
Table 2 inAppendix 21t will make easier for the reader to follow twealysis of derived data

and discussion.
5.3.4.Type of interviews and choice of questions

In order to interview key-informants there weresthdifferent types of open- ended
interviews used for the given thesis: semi-strieduace-to-face interview and remote
interviewing such as semi-structured Skype intevgiand E-mail interviews. Remote
interviews were chosen due to its flexibility andgtableness for key-informants, who live
abroad or in other parts of Sweden. Semi-structimeaviews imply interviews with
guestions, prepared in advance. Questions candmget by an interviewer during the
process of interview, depending on how the inteng®es (King& Horrocks, 2010:35).

Interview questions were divided into two groupd aan be found id\ppendix 1 Questions
were formulated according to the theoretical framewof political corruption and democracy
chosen for the thesis. The first group of questiwas focused on the general perspective on
the establishment of Swedish companies abroad matigeoRussian market in particular,

which pitfalls are met on the way and whether Sglediompanies can be seen as “democracy

ambassadors” abroad. The second group of questiamsarrower and addressed to IKEA
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co-workers with a focus on the company’s Code afidiwt, implications for IKEA in the
Russian market, corruption issues and the postdeof IKEA as a “democracy
ambassador” in Russia. At the same time formulaticthe questions provided enough space
for interviewees to come up with other informatiamich they considered might be relevant

to this research and related to their professiknalledge and experience.
5.3.5.Interviews

The 11 qualitative interviews were conducted in &weber 2014 in Sweden and included two
semi-structured face-to-face interviews with repreative of IKEA in Sweden and regional
association Southern Smaland in Vaxjo, one semgéstred Skype interview with the head of
Swedish- Russian company, which exports Scandinduiaiture to Russia, six remote
interviews with IKEA co-workers in Sweden, one rémmterview with The Trade
Representation of the Russian Federation in Stdokhad one remote interview with The
Swedish Trade and Invest Council in St. PetersiRngsia. Eight interviews were conducted
in English, one in Swedish and two in Russian &ed translated into English. Appendix 2

in a Table Zlassification of qualitative interviewhere is more detailed information on key-

informants, who participated in qualitative inteawi can be found.
5.4.Analysis

The data, collected with the help of eleven guiigainterviews was based on a systematic
process of assessment, which consists of a few.dt@gtly, the data derived from face-to-

face interview and Skype interview was summed ug written form.

Secondly, there were necessary comments and reflsc@dded by the author of the thesis to
the data, derived from all the interviews.

Thirdly, the analytical reading of the derived dai@s done with an aim to find similarities
and differences between the opinions of key-infartedrom IKEA and other
abovementioned organisations and companies arektbav they perceive the role of the
Swedish state as a “democracy ambassador”, thielisktaent of Swedish companies abroad,

the pitfalls on its way and aspects of corruptiod democracy.

Fourthly, the important and relevant meanings vetiesen from texts, written during
conduction of Skype interview, face-to-face intewiand E-mail interviews. It helped the

author to concentrate on the next step of the sswad of the theoretical framework in the
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Resultdan conjunction with derived empirical data. Sonfiehe parts of derived data were
generalised in order to concentrate on more impogabjects such as the pitfalls along the
way of a Swedish company’s establishment abro&didle of a Swedish company as
“democracy ambassador” as well as corruption amaodeacy aspects. The generalised parts
were in turn related to tHeesultsn the form of connective links such as the imance of

the establishment of Swedish companies abroadcafadlaw reputation or to strive for profit.
5.5. Ethical considerations of the study

The ethical aspect was taken into consideratiomduhe preparation and conduction of the
interviews. All key-informants were notified abdbe anonymity of the interview and the
treatment of the interview’s data in a respectfaywrhus, the information about key-
informants’ age, gender, name and working posigsaroncealed. The aspect of anonymity
was especially important for representatives fr&iBA due to sensitivity of topic. That is

why the information about IKEA'’s department or avig where the company is located is not
mentioned. Interview conducted via Skype was remd@h an electronic device with a

permission of a key-informant, who participatecminterview.
5.6. Delimitations of the study

The time spent for preparation and conduction efgiven Bachelor research lasted from the
1st of November 2014 until the 11th of January 20tere were 11 interviews conducted in
total but there were 20 key-informants requestegéoticipation in the research. The author
of the thesis delimited herself by focusing on gption issue in conducted qualitative
interviews, which caused difficulties while gatimgyiqualitative data as not all key-informants
were feeling convenient with this sensitive topitieh was also a possible reason for refusal
of 9 requested key-informants in interviews’ pap@tion. There was a tendency noticed
during the conduction of interviews that the Swhdisy-informants showed more initiative
towards the participation in questionnaires rathan foreign ones. The issue of corruption is
a very sensitive topic for all companies, which eaplain a low interest in participation in
interviews. The questionnaires do not contain drgctiquestions about corruption even
though key informants were very careful about amsweon them. Moreover, not all key-
informants who participated in interviews gave a@sion all questions. It was explained by
the lack of knowledge in the particular area ofexkige, which was reflected through the

guestions e.g issues of democracy and politicaliption.
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The other delimitation was done with regards to twantries Sweden and Russia and
establishment of Swedish global company IKEA ondrars market due to author’s personal
affiliation to IKEA and therefore an easy accesestevant key-informants as well as author’s
Eastern European background. Being familiar witlsgtan cultural framework helped the
author of the thesis to understand why certainikéyrmants with foreign background
avoided to answer the questions about corruptidinséoation on democracy in Russia or
provide a clear picture on it while Swedish IKEAworkers were more open.

Besides, the lack of time was also a significaasoa for limitation of the study. The time
frame delimitation was set from the 1st of Noven2@t4 until the 11th of January 2015.
Therefore a big period of research time collidethv@hristmas and New Year’s holidays,
which limited an access to relevant key-informafte possible involvement of more
participants, working in IKEA and other Swedish qganies and organisations in Russia
would give a broader view on the problem discussete thesis and in order to do this more

time is needed, which can be suggested for a furdsearch.
5.7.The choice of IKEA

The Swedish company IKEA was chosen as an exampd@g a large number of other
Swedish companies established in the Russian mafke$ was due to the highly discussed
issue of the interaction of IKEA in the Russian kedrduring the recent couple of years as
well as the personal affiliation of this researcighor with IKEA in Sweden. Moreover, the
author of this thesis was born and raised withBoanmunistic framework herself and has an
experience of living both in a former Soviet enwvineent and Sweden during past several
years. These important factors helped the authlmotoat the discussed issue from a broader
perspective and made it possible to compare ngtsystems of both countries Russia and
Sweden, but critically analyse the chosen problemmfan international prism. The presented
thesis can be useful for further research on sirpil@ablems, which states throughout the
world face by establishing its global companiealr Often a framework, combined of
different mentalities, backgrounds and politicatsyns differs from values of established
company- guest from abroad. That is why the chofdée topic for research is both personal

and scientific.
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5.8.The choice of two countries

The choice of Sweden and Russia was made due ¢oadegasons. First of all the author’s
interest was challenged by two bipolar politicadteyns of respective countries, which are
inherently connected to different historical backgrds. Moreover the case of the
establishment of Swedish companies in particuléihénRussian market has been a subject of
international media debates for several years @gerne contradictory principles of doing
business, which differs from Western perspective\eas mentioned iRrevious research
Besides, Russia as a political actor today remasrs “bad hero” in the headlines of
international media due to violation of human rgylnti-democratic agenda and ignorance of
international opinion. Sweden on the contrary playsle of an antipode to the Russian
portrait abroad and is represented as a "good hard’a delegate of one of the best
democracies in the world. Finally, the fact of lgefamiliar with the Russian system because
of an Eastern European background contributedbig axtent to the author’s choice of

Russia.

There is a focus on three main pitfalls of politicarruption, crony capitalism and violation
of democracy chosen for the investigation and whrehconsidered to be of high discussion
in the modern world. The Russian Federation asuatcg, where the lack of public faith and
trust in the state, its rulers and democracy iregarhave developed over the years, have a
risk to be threatened (Diamond, 2008:48).
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6. RESULTS AND ANALYSIS

In order to make it easier for readers to undedstha analysis of empirical study in this
chapter and to get a deeper insight on issueslidicpbcorruption, crony capitalism and
democracy from the perspective of Sweden and Rubsiee is a short information on these
two countries and the situation of corruption aedhdcracy presented in a context of this

thesis.

Indicator Russia Sweden
Population (in millions) 143,5 9,5
GDP per capita (in USD) 14,612 60,430
Global Democracy Ranking 95 2
Freedom of press 176 1
Corruption Perceptions Index 127 3

Table 1 Countries’ data
6.1.Focus Russia

Today’s Russia represents a federal republic wigbpulation of 143.5 million and 14,612
GDP per capita in USD in 2013 (World Bank). The stais Federation is one of 15 former
Soviet countries in transition, which after collafg Soviet Union was considered to be
among “young democracies” apart from Turkmenistash dzbekistan (Hale, 2009:33).
Nowadays, more and more researchers rank Russiagaaubocracies due to the current
political situation under the governance of PuRecently, the violation of human rights
through harassment of sexual minorities and pa#ten in the Ukrainian conflict provoked
many countries to political criticism towards Rassagenda in the international arena. Hale
(2009:34) argues that “hybrid” political regimetinee most suitable for the current political
system in Russia with a brightly expressed powetica¢ and pyramid type governance.

According to research presented by Global Demodranking on December 2013, the
Russian Federation possesses 95th place amongtf&ies where the 1st position indicates
the highest democracy rate and the 115th, the kooves(Global Democracy ranking). The
improvement of the rule of law in Russia will leiada reduction of such a problem as
corruption and therefore will increase the trusthie state. The political character of the
problem of weak rule of law, cronyism and pettyraption is discussed in chapter

Theoretical frame of referencesccording to research, mentioned by Aslund (285):it
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was found that political corruption is higher exgged in Russia than in other countries in
transition such as Poland or China and besidety, patruption was indicated by Russian
businesspeople in a poll as a significant obstacldoing business in Russia. The persecution
of the Russian music band “Pussy Riot” for theipagition attempts to struggle with the
system and the removal of a gay couple from a Rod&EA catalogue as a tribute for anti-

gay propaganda in Russia contributes to discrepartbyWestern views.

Organisation Transparency International preseritedCorruption Perceptions Index and
ranked countries worldwide according to the leetarruption in the public sector. In 2013
there were 177 countries included on the list. S3mgubssesses the 3rd place and Russia,
127th (Transparency International). This data shamvebvious discrepancy between the two
countries as well as different attitudes aboutttaliselations between the state and public
sector in both countries.

6.2. Focus Sweden

Sweden is a parliamentary democracy and constitaitimonarchy with a monarch, Carl XVI
Gustav, as a head of the state. The populatiobim8lion and the country’s GDP per capita
in USD is 60,430 (World Bank). For a long time Serdhas been an exemplary model of a
democracy for many countries in the world. In congma to the Russian Federation with its
95th position in democracy ranking, Sweden possdsse2nd place among 115 countries
presented on the list (Global Democracy rankingyhHhotion of democracy has always been
a distinctive feature of not only Sweden but aldeeo Scandinavian countries. Active
cooperation of Swedish organizations with orgamnirest and authorities abroad in struggle for
human rights, gender equality and democracy thraagious projects, educational think-
tanks and workshops raises Sweden’s internationéilgpas a country of freedom, justice

and equal rights for all. The transparency of thedsh social and political system
contributes to the higher trust of citizens of st@te rather than in other counties. Press
Freedom Rankings on 2014, evaluated by FreedomeHadgate Sweden in 1st place and
Russia in 176th among 197 countries, where a higheber shows less free media and a

lower one, more free (Freedom House).

Britton (2009:6) argues that even the busines®setia private character is open and
transparent for the rest of society. The princgdl&ree access to public records has even
bigger effect upon companies, organisations angboaities in Sweden, rather than formal

tools of control. The fact that Sweden has notigggted in wars for a long period of time
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contributes to the development of the democratimstiggam within the nation and serves as a

good example for other countries.

Low tolerance for corruption among citizens is an@gh preventive tool, which plays a big
role on the way of revealing and struggle with aption and support of the rule of law
(Andersson, 2012:91). Nevertheless, even if diffetgpes of corruption such as petty
corruption or bribes are much easier to reveaWedn due to the openness of its system to
its citizens and the presence of Parliament ombadqmho provides redress for Swedish
citizens and has a role of a barrier against bietheie are still certain types of corruption.
Corruption based on misuse of connections in dalset aside judicial decision making is
rather common in Sweden, as it is difficult to b&ight and that is why it can be easily
neglected (Ibid.,2012:91).

6.3. Main focus of the study

There are two main questions that this study irddndcanswer — how is the Swedish state
affected through the establishment of its globahpanies abroad in the case of IKEA in
Russia and the pitfalls which are met on the wagstéblishment and to what extent can
global Swedish companies like IKEA be considerettasnocracy ambassadors”, when they

establish themselves in non-Western markets iexbenple of Russia.

The empirical base of this thesis consists of ditgiiae study, which combines both
gualitative literature review and eleven condudadlitative interviews, which are important
pillars, upon which this parResults and Analysisests. In order to investigate the research
guestions, the Swedish company IKEA with a broadbal perspective, was chosen among
many other companies. IKEA’s establishment in thiedfan market, which is beyond the
Western European area, was chosen due to the qéiesi of the Russian market that differ
from those of the European Union. There are thHreertes of political corruption, crony
capitalism and democracy applied as the theordtaalework and two abovementioned
research questions will be investigated througH'ghesses” of these three theories. The
notions of political corruption and crony capitaliswhich contribute to undermining of trust,
democracy and its violation in Russia, has beap& ©f discussion for many years and is
considered to be already an old tradition of Rumssidture with its roots in the Soviet era.
Political corruption in Russia collides with Swedjgrinciples of democracy when Swedish

companies enter Russian market.
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6.4. Why Sweden needs to go beyond its borders

Before going deeper into the investigation of the tesearch questions it is necessary to find
out why in general there is a necessity for Swedshpanies to go beyond Swedish
boarders. As mentioned in previous chapters, thed&h market is small with high prizes for
both labour and land, which explains Sweden’s itw@s for broadening its horizons.

Sweden has a small population, high living standaud a relatively stable inland market,
which does not provide Swedish global retailersugiaspace for growing (Larimo and
Huuhka, 2008:66). Informant 11 verifies tli@ihe Swedish market is too small for companies
to grow large and gain economies of scalmformant 1 contributes to the abovementioned
opinion and argues thét.it is important for the Swedish economy to has&lklishment

abroad especially for the export industry. It is@k good branding for the country.”

The Russian market, due to its size and relatiogigghical closeness, became attractive for
IKEA a long time ago when the company opened it fitore in Moscow in the year 2000. In
2003 IKEA was the fourth largest European investdhe Russian market and in 2005 IKEA
had 50% share of all Russian import (lbid., 2008:82

6.5. When two cultures collide

Usually when a company wants to enter a foreigrketait chooses a country with a similar
culture and traditions in order to avoid or dimimmeisunderstandings and obstacles that may
occur just because of cultural differences. IKEAeeed the Russian market being already a
well-established international retail company; #fere the cultural factor has not played a
significant role as it could do if IKEA had beemstarting company. Nevertheless, cultural
differences is a factor of no small importance efcera well-established international
company like IKEA, when it collides with corporatelture and values that are different from
Western. On its turn this different corporate audtis affected and influenced by national
political processes, as it starts to play accortivgdomestic rules in order to survive. The
first research question on how the Swedish staéfested through the establishment of its
global companies abroad in the case of IKEA andttialls that are met on the way of
establishment is very much connected to cultufémdinces and is analysed here with the
help of such materials as scientific articles, itssof qualitative interviews and theoretical

books.
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Swedish and Russian cultures have more differeratksr than similarities. Swedish society
is expressed through its individualistic valuesle/ussian society is collectivistic, which
remains as a leftover from the Soviet communistic(elofstede, 2001:217). According to
Hofstede (2001:214), individualistic societiesglik Sweden, strive for political democracy
and human rights while collectivistic societiekgelin Russia, are concerned with interests of
a group. Gender factor plays also a significarg e Russian culture with its vertical
hierarchy is related to masculine culture while 8isfe culture, with its horizontal hierarchy,
to feminine. Hofstede (2001:300) argues thamasculinity implies a focus on economic
growth and competition... femininity implies a fooussupporting the needy in the country
(welfare) and in the world (development cooperatiamd on preservation of the global
environment.”Thus, this definition shows that Russian and Ssredultures have in fact a
bipolar character which can also explain diffeneoiitical and economic situations in these
two countries: competitive political environmentRuissia and consensus oriented in Sweden.
Informant 11 contributes to Hofstede’s definitidnRussian society as hierarchical and
therefore more formalistic than Swedish, sayir8prhetimes there is a lack of understanding
and acceptance of the lengthy administrative preegshat are required in order to access

the Russian market.”

Many of those Western values such as transparémeyule of law and democracy will not
be helpful and, moreover, would not be applicabladn-Western cultures due to different
historical development. Thus Hofstede (2001:228ues that it will not function for such
societies like Russian to “go West” due to a bigwan in institutions which are not
empowered to make democratic decisions after theffthe Soviet Union and where an
advantage of the situation is taken by organizedesrwhich supports kleptocracy
framework. Kleptocracy is connected to cronyisnofsn mafia and chosen elites linked
together and therefore favours political corruptiorder to gain needed profit from
governmental bodies. Informant 4 also acknowledigesieed of the rule of law in Russia and
its biggest pitfalls:...reliability of the court system, objectivity dfe judges... Corruption —
century old tradition in Russia. Need to have cl€ade of Conduct inside the own company.
Raise an own staff with own ethical standards.”

Hence, such Western values and streams as densatgaglopment, free market capitalism,
trust in the state and human rights movementsnaillbe valued in the same way in Russia as

it is in Sweden. In addition Informant 8 pointed,dhat in Russia, state and society have
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always had two separate lives which made peoplg ocarwith their lives and do not care

about what is going on in the state.
6.6. “When in Rome do as Romans do”

Continuing to investigate the first research questin how the Swedish state is affected
through the establishment of its global compani@ead in the case of IKEA in Russia and
the pitfalls that are met on the way of establishiyi is necessary to mention that the
company’s Code of Conduct “The IKEA Way” or the eétules and responsibilities which
every person in affiliation with the company neeafollow, is considered to be applied in
over 30 countries where IKEA is established. Imaists "The IKEA Way” reflects the
mentality of people from Smaland, the South of Sevedvhere the company way was
established in 1943 (Tarnovskaya and de Chernagfiiiyi:604). All these 30 countries have
different cultures from Swedish and one of the jaas from the qualitative questionnaire
intended to find out whether these values can loerstood differently in other countries, and
if they may lead to conflicts and misunderstanding.

Informants 1,2,3 and 5 stressed that the way IKE2dge of Conduct is understood in
IKEA’'s companies abroad is not the same. InfornZaatgued that...the further we come
from Smaland the bigger the variations of thatiptetation. For IKEA, our values have
always been a strong foundation in how we do thingsd we have to a great extent
managed to implement the concept outside Smalanidoelieve that it will never be fully
understood by people brought up under differerdwistances and a different zeitgeist than
Smaland 80 years ago.On the other hand Informant 4 is of the opinioatt...in general

the IKEA group has a clear Code of Conduct adaptsdimplemented to all its companies
globally. This CoC is carefully worked through ithlavels of the organisation and every co-

worker in the lkea companies | have worked for katvis by heart.”

Informants 1,2,3,5,6,8 and 9 agreed that the oenuae of rule breaking is not unusual for
Swedish companies abroad. Informant 3 pointedhaitafter learning about the local rules of
the Russian market, the Swedish company “adjustsiiéw requirements:..when we

started up in Russia, we sent containers with ardgden pallets to see what would happen
and they were of course stolen. We learned howrked and where needed to adapt to that.
Then the bigger we got, we had more “to say” abibese kind of things. But of course we

have had some bigger problems some years ago angure it will continue in some way.”
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Here by “bigger problems” this key- informant ingalithe IKEA bribery scandal with two
Swedish managers in St. Petersburg, mentiondawious research.

The set of rules, gathered in the Code of Condustipposed to be followed by IKEA
companies all over the world in the same way asd8w/€o it, but at the same time there is no
guarantee that these rules will be understoodarséime way in Russia as it is in Sweden. The
difference in interpretation of the company’s gaheules gives a space for “adjustment” to
the local framework of a new market, which canlgdsad to breaking rules and supporting
corrupt authorities or cronyism affected elite®ider to enter a new market. Swedish
companies are considered to be exemplary in otlrés pf the world for its transparency,
general trust, innovation and honesty. Through $stecbmpanies these qualities also reflect
the mentality of Swedish society, as a Swedish @mplays a role of “a visit card” of
Sweden. But do Swedish companies behave abroaé saime way as they do in Sweden?

Informant 2 gives a broader perspective, which ecds not only IKEA abroad but few other
Swedish companies and the enforcement of an “adgrdt on a new markst..it happens,

that Swedish international companies “adjust tadbcultural tendencies” when it comes to
bribes for instance. We have seen this within IKESt. Petersburg a couple of years ago
and several times when SAAB has created dealdl tmiigary aircrafts to foreign countries,
where large “consultant fees” has been paid ouloical companies in order to achieve a
better position in the selection process. Recemtijhave also been informed of Swedish truck
manufacturers presumably involved in illegal priceéng on the international markets. This

is of course against Swedish legislation THus de jure Swedish companies, following ethic
and morality, exclude corruption interference botlsweden and abroad, de facto —
corruption occurs for profit's sake. Here theoépolitical corruption and crony capitalism
are applicable as corruption and crony capitaliseragating links between Swedish companies
and foreign authorities and are the biggest p#flt Swedish companies, established abroad.
It is often important to find a “representative”arface of local authorities or chosen elites
from a foreign environment who will “support” a neemer on a new market and pay all
necessary unofficial fees. It is worth mentionihgttkey- informants either from The Trade
Representation of the Russian Federation in Swed&he Swedish Trade and Invest

Council in Russia have not mentioned such pitsit@rruption and crony capitalism in their

answers.
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It shows that the key-informants from Swedish conigmthemselves talk openly about such
important pitfalls for Swedish companies as corrptconnected to it crony capitalism as
well as highly formalistic administrative processeshe non-Western Russian market in
comparison to the key-informants from authoritiesontributes to the fact that corruption is
a highly sensitive topic and cannot be revealeah &yesuch a democratic aspect as freedom
of speech that exists in Sweden. Thus Informargré$ents a smoother pictufé/e never
recommend anyone to break rules, cut corners,ig@ived in corruption, give or take bribes
or anything related. There is a moral side to @ttbusinesses need to act as good corporate
citizens and act morally correct. It is better tonk clean from the very beginning and not
risk getting involved in bad business. Once yobag and start covering up, it is hard to get

out.

It is necessary to remember that all the key-infonta provided their subjective opinions,

based on own professional experience.
6.7. Swedish companies abroad and Sweden: doing redrarm than good?

The aim of the first research question is to find lvow the Swedish state is affected through
the establishment of its global companies abrodtdercase of IKEA in Russia and the
pitfalls, which are met on the way of establishm&ié have already identified the main
pitfall — a formalistic administrative processesaonnection to political corruption and crony
capitalism in Russia, which Swedish companies medtussian market.

The Russian market and the Swedish company IKEA wikosen as a case example due to
the bipolarity of both states involved and, conssly, different rules of the same game
which is played by IKEA in Russia and in Sweden.ndentioned by Hofstede (2001:223),
Russia represents a highly competitive societyavBilvedish society values cooperation.
Larimo and Huuhka (2007:83) argue that formalibticeaucracy in Russia affected IKEA'’s
entry in the Russia market by.delays in getting visas, difficulties in copingtlwthe local
planning regulations and widespread corruptioE£ven Informant 11 mentions that
“Swedish business people are much less formaliséio the Russian companies and
authorities call for. This causes problems in dlbges of business in Russia. Oftentimes
however, problems are less challenging than theghtrseem at first.”

Formalistic bureaucratic machines in society wamnants of Soviet mentality, hybrid type

of state and “power vertical” political system fawgolitical corruption and crony capitalism
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with “oligarchs” or chosen elites and underminestrin state, neglect democratic freedoms
and rights, which in turn excludes the polyarchsaidof state. According to theory of
polyarchy and its criteria, applied to democraticisties and discussed in theoretical chapter,
Sweden represents an example of a democratictetdtmeets its antipode in the face of the
Russian state through cooperation between SwedRassian companies, which is also

mentioned by key-informants.

According to Porter (1998:704) it is of a high innfamce for the Swedish state to keep
Swedish leading companies Swedish-based even wiieg global asSwedish values
minimize the risk that Sweden will drift to the Wealriven stage” The Swedish economy
and Swedish government are in tight cooperatidBvesdish diplomats assist business deals
and establish new business relationships for @bketture of the Swedish state’s welfare.
There are a number of governmental programs that@ahelp Swedish companies to
perform better (lbid., 1998:704).

Nevertheless, collision in foreign markets, suclRassian, with factors that are contradictive
to Swedish democratic values such as crony capialpolitical and petty corruption on
different levels, make Swedish companies disregaditional Swedish values. As a result, it
may lead to the neglecting of Swedish well-knowaliggrianism and concern for welfare for
profit-driven saké'...but if | need to make a choice it will be theofit otherwise it would be
impossible to continue $tated Informant 3 and Informants 1,2 and 4 exyaes similar
opinion. In the long run it may undermine the cqiad “folkhem?”, previously discussed in
Introduction The fact that Swedish companies abroad can de f@mcagainst their values,
moral beliefs and ethical views for gaining a prificontroversial because in the end,

running after profit abroad, Swedish welfare camatfected in a negative way.
6.8. Democracy ambassadors

In order to answer the second research questiavhab extent global Swedish companies
like IKEA can be considered “democracy ambassadarisén they establish themselves on
non-Western markets in the example of Russian, grapgualitative interviews and material

for the internal education of IKEA personnel wesed.

Sweden went far ahead of many countries in suckcés@s innovation, environmental
protection, public welfare system, democracy aradgation of human rights. These pieces of

a big Swedish puzzle embedded not only into Swddisk but also into the mentality of
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Swedish people. By belonging to the top five deraoies in the world, Sweden associates
with trustworthiness, equality and reliability, whiform an egalitarian state where all people
are equal. That is why Swedish companies, estaulishother countries of the world, might
transfer Swedish democratic values and serve asddecy ambassadors” apart from doing
business abroad. In order to investigate the sems®hrch question and to find out to what
extent can global Swedish companies like IKEA besadered as “democracy ambassadors”
when they establish themselves in non-Western reaikeéhe example of Russia, it is
necessary to come back to the results of the 1litafixee interviews and compare it to what
“The IKEA Way” says.

The question about the Swedish company IKEA asantitracy ambassador” and Swedish
companies in general was a part of questionnamelsdth key-informants from IKEA and
those with no relation to IKEA and it showed conBrsy in the results. Informants 1,2,3,5,6
and 9 were convinced that Sweden has a role of 6desicy ambassador” that is expressed
through Swedish companies abroad who represennadatatic style of working such as
“involving, supporting, developing, respecting eather” (Informant 5). Informant 2
argued: By showing people that there are other ideas exgstutside the local community,
the IKEA values and ideas will affect how peopiekthDemocracy, or any form of politics, is
formed by the power of the mind and the demand®ssgd by the ones thinking, hence if
IKEA or any other international company affects hmeople think we will also see effects in
the political area. Depending on the situation dadvhat extent people are allowed to
express their thoughts, this process will be eifaster or slower, but it will be there.”

However Informants 4,7,8,10 and 11 were unsure lemedwedish companies are capable to
carry such a task as being “democracy ambassads#fiey are not delegated to be involved
in the politics of the country where they estabtiskir business, and that it is not their task.
Informant 10 in contrary to abovementioned Infoririars of the opinion thaSwedish
companies in Russia keep a distance from beinggatwia politics, as they do not want to
bring out problems within leading a business ontjwall plane.” Informant 4 adds rather
sceptical*What says that a democratic system is “better’mh&g. an autocratic system, just
because this is the system in Sweden? In Rusgiartigiit see it different than the Swedes see
it. Should the Swedes decide on how Russia shallléea politically?...Sweden is good but it

is not excellent.”
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Other key-informants, who were unsure about the odlISwedish companies as “democracy
ambassadors”, were of the opinion that if Swed@hmganies would involve themselves with
political issues of the country where they estélgidsthemselves, it may affect profit and
reduce opportunities for expanding business. Itgramoke a danger for a Swedish company
abroad and loss of turnovers, which means thattetter to adapt to a new market rather than
experience a loss. Adaption to a new market catsdarn involve interference with

cronyism groups and political corruption. Informanpoints out...I do not think that the
companies would get involved directly into politikat could potentially cause even more

conflict in some areas.”

However, Informants 3 and 4 admit that Swedish caomgs, like, IKEA, while entering new
markets can influence a situation with the exptmtaof children and using child labour and
here their role as “democracy ambassadors” wilh gawer. Moreover the same key-
informants still agreed that Swedish companieshe&aa role model for other markets and
share a good democratic experience on how to lmessiul, more transparent, cooperative
and honest but it should still not be mixed with political agenda of this or that particular
market. In the previous discussion of researchtgpresne we got to know that “breaking
rules” and interaction in crony capitalism and optron issues occurs in Swedish companies’
agenda for profit's sake, while they are abroadtrtingly contradicts to democracy values,
promoted in Sweden, as well as to moral and ethieli¢fs, presented in IKEA'’s internal
material (IKEA Services AB).

The combination of the connection between the mepof IKEA's Code of Conduct, or

“The IKEA Way”, discussed earlier on in this chapteith the key-informants’ answers gives
a contradictive result. On one hand “The IKEA Wagh be compared with the Bible for all
IKEA co-workers around the world (IKEA Services ABesides, the company’s corporate
managers have a role of “coaches” for managerghier @ountries where IKEA is established
in order to make sure that everything will be d6hlee IKEA Way” (Tarnovskaya and de
Chernatony, 2011:604). On the other hand the quiakt study conducted within this thesis
shows that “The IKEA Way” works differently in otheountries, depending on the country’s
historical background and political framework, whignables such global Swedish companies
to be sooner ambassadors of values and Swedishecdither than “democracy
ambassadors,” as it demands a political penetraioheven an aspect of “Swedish values”
abroad can be doubted here as, according to theieahgualitative study conducted within

this thesis, Swedish companies can neglect it, mggbrofit the priority.
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To sum up the chapter Besults and Analysisvhich was based on a qualitative research and
three theories of political corruption, crony capgm or cronyism and democracy that played
the role of “glasses” for the author of the theaswell as to lift up the answers on two
research questions, it is necessary to point ocoiaispects. Firstly, the Swedish state becomes
affected through cronyism and political corruptiamich it faces in such markets as in
Russian. Political corruption as well as cronyismlermine the principle of democracy and
trust in the state, which Sweden stands for. Dutstprofit-oriented character, Swedish
companies can allow themselves to be involved muption cases abroad, which might

affect the egalitarianism of Swedish welfare in litveg run and to turn people wealth-oriented
instead of preserving the values of the SwedistkHhem”. Secondly, again for the sake of
profit, Swedish companies step aside from politieablvement abroad. They can introduce
the Swedish way of doing business, Swedish cufintevalues but it cannot legitimize them

to be “democracy ambassadors” from a perspectipeldics.
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7. CONCLUSIONS

The presented Bachelor’s thesis provided an arsapfsivhat do corruption and democracy
mean for Swedish state and Swedish internatiomapemies established on a foreign market,
conducted with a help of two research questiona: 8wedish state is affected through
establishment of its global companies abroad irceise of IKEA in Russia and the pitfalls,
which are met on the way of establishment as vgelbavhat extent can global Swedish
companies like IKEA can be considered as “democeaaigassadors”, when they establish
themselves in non-Western markets on the exampgRauss$ia. There are three theories- theory
of political corruption, crony capitalism and demexxy were used during the qualitative

research, which had a framework of triangulation.

Eleven conducted qualitative interviews served amen empirical pillar for this thesis.
Therefore the derived results are controversiabate point and have a subjective character,
as they are based on personal and professionaliexpes of requested key-informants. Thus
the conducted empirical study showed that politt@aruption and crony capitalism are the
main pitfall for Swedish companies abroad on exanplIKEA in Russia as Russian and
Swedish states have a bipolar character. In oodentier Russian market Swedish company
can neglect its democratic views and values inraxgain the profit. Striving for profit can
affect egalitarian values of Swedish society antlane state, where equality stays on the first
place. By introducing Swedish culture, values aachdcratic way of doing business Swedish
companies can be compared with ambassadors of Swedliure and values but not with
“democracy ambassadors” as they prefer to stay &sich politics and preserve their interest
in profit. Three applied theories supported theaation between discussed problems and
showed that corruption and crony capitalism haveatliaffection on the trust in the state and
its authorities, which therefore affects the lesfetlemocracy. It was clearly noticed through
empirical study where key-informants stressed bigalifference between two states:
Russian with a low democracy level and an oppasite— Swedish. Swedish state might
become affected of factors, inherent in societyhaitow level of democracy if Swedish

companies established abroad will only prioritize profit.

Participation of more key-informants also from Rassside and other Swedish companies
established on Russian market could contribute loig @axtent to this study and provide a
broader perspective on discussed problems of ciioryglemocracy and undermined trust

into the state. However due to limitation in timelasensitivity of topic there were only
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eleven key-informants involved in this study whattows a necessity in a further deeper

research.
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Appendix 1

Ouestionnaire for IKEA co-workers

1.According to your opinion why it is important fBwedish international companies to
establish themselves abroad and how such estalggtean contribute to both sides?

2.Which responsibilities does Swedish internati@oanpany have while establishing on

Russian market?

3.What are main pitfalls for Swedish internatiocampany like for example IKEA when it

comes to establishment on Russian market?

4. According to your opinion, is it usual that Swakdinternational company can adjust (or in

some cases break the rules) in order to enteotieggh market?

5.According to your opinion, do you think that “TH€EA Way” is understood and followed

by established IKEA companies abroad in the sameasat is understood in Sweden?

6.Do you think that Swedish international compaestsblished abroad can also have a role

of “democracy ambassadors” on example of IKEA dry@s$ — to which extent?

7.What Swedish international companies like IKEA &aing to Swedish state from their
international establishment apart from financide$i

8.According to your opinion, what is more signifitdor Swedish international companies
like IKEA, established abroad - reputation or prafid why?

Questionnaire for key-informants outside IKEA

1.According to your opinion why it is important fBwedish international companies to
establish themselves abroad and how such estalggtean contribute to both sides?

2.What are main pitfalls for Swedish internatiooampanies when it comes to establishment

on Russian market and how do you think companiesgarcome these pitfalls?
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3. According to your opinion, is it usual that Swakdinternational company can adjust (or in

some cases break the rules) in order to enteotieggh market?

4. Do you think that Swedish international compargstablished abroad can also have a role
of “democracy ambassadors” and if yes — to whidier&®
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Appendix 2

Company/organisation and a Geographical location | Type of
position of key-informant of key-informant / interview

interview language

Informant 1 | IKEA /white collar Sweden /English Re@m¢E-mail)
Informant 2 | IKEA /white collar Sweden /English Re@m¢E-mail)
Informant 3 | IKEA /white collar Sweden / English Ret® (E-mail)
Informant 4 | IKEA /white collar China /English ReregtE-mail)
Informant 5 | IKEA /white collar Sweden /English Re@m¢E-mail)
Informant 6 | IKEA /blue collar Sweden /English Fdoeface

Informant 7 | IKEA /blue collar Sweden /English Rem@E-mail)
Informant 8 | Swedish-Russian company, Moscow, Russia Skype interview

which exports Scandinavian| /Russian

furniture /white collar

Informant 9 | Regional association Southewéxjo, Sweden / Face-to-face
Smaland /white collar Swedish

Informant 10| The Trade Representation ¢fStockholm, Sweden/ | Remote (E-mail
the Russian Federation in | Russian

Sweden / blue collar

Informant 11| The Swedish Trade and InveSt. Petersburg, Russia|/Remote (E-mail
Council in Russia/ white English

collar

Table 2. Classification of qualitative interviews
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